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Kreye, Joseph

From: Rep.Black

Sent: . Thursday, February 03, 2005 2:45 PM
To: Kreye, Joseph

Cc: Rep.Sherman

Subject: bill draft

Joe

Per our conversation, please draft

1. the $60,000 homeowners credit as in AB 44

2. non-statutory language that within 60 days of publication of the Act, the Jt Survey Comm on Tax Exemptions shall
report to the Legislature. The report shall recommend changes to the corporate income tax and repeal of exemptions to
the sales tax that affect primarily corporations sufficent to provide funding for the homeowners credit. The report shall not
include an increase in the corporate income tax rate.
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2005 ASSEMBLY BILL 44 7

January %27 2005 - introduced by Representatlves %LACK BOYLE,. ff URNER,
BERGEAU ZEPNIC;K PocaN, POPE/ROBERTS, CULLEN PARISI andf” LEHMAN,
cosponsored by Senators WIRCH, EARPENTER COG@S and MILLERjﬁeferred to
J 01nt Survey Cg’mmlttee on Ta);Exemptlons / /

i F
; i i f
£ Iy I “

AN ACT to repeal 20.566 (2) (am), 20.835 (3) (b), 79.10 (1) (b), 79.10 (1) (e), 79.10
(4), 79.10 (7m) (a), 79.10 (9) (b), 79.10 (9) (c) 2. and 79.14; to renumber and
amend71.26 (2) (a) and 79.10 (9) (o) 1.; to amend 20.566 (2) (r), 20.835 (3) (q),
20.835 (3) (s), 41.41 (10) (¢) 1., 70.11 (39), 71.07 (9) (b) 5., 74.09 (3) (b) 3., 79.10
(1m) (b), 79.10 (2), 79.10 (5), 79.10 (6m) (a), 79.10 (7Tm) (b) (title), 79.10 (7m) (b)
1.,79.10 (9) (bm), 79.10 (10) (title), 79.10 (10) (a), 79.10 (10) (bm) 1., 79.10 (10)
(bm) 2., 79.10 (11) (title), 79.10 (11) (b), 79.10 (11) (), 79.11 (3) (b) and 565.02
(7); and to create 20.835 (3) (bm), 71.01 (5p), 71.01 (9b), 71.05 (6) (a) 21., 71.22
(3m), 71.22 (9b), 71.26 (2) (a) 6., 71.34 (1) (j), 71.42 (1p), 71.42 (4m), 71.45 (2)
(a) 16., 71.738 (3m), 71.80 (23) and 77.52 (2) (a) 13. of the statutes; relating to:

creating a homeowner’s property tax credit, eliminating the school levy

b ~payments t;:i” related entities. xnp@ eral taxabl incompe forstate income tax a hdwlf}“’
i ]
L

_franehise tax-purposes, increasing the amount of the school property income-tax- /
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X‘(el‘a’rfﬁe&gwtﬁ”é“@mpm%mtax exemption for computers;] and making an

3 appropriation.

Analysis by the Legislative Reference Bureau
% ; edits

Under current law, a property owner in this state may claim a school levy
property tax credit from the state based on the fair market value of the property and
the property taxes levied by school districts located in the municipality in which the
the property is located. The amount of the credit is paid from the general fund.

Under current law, a person who owns property in this state that the person
uses as a principal dwelling may claim the lottery and gaming property tax credit as
a credit against the property taxes imposed on his or her principal dwelling. The v
amount of the credit is based on the fair market value of the person’s principal
dwelling and is paid from the lottery fund.

This bill eliminates the school levy property tax credit and the lottery and
gaming property tax credit and creates a homeowner’s tax credit. Under the bill, a
person who owns property in this state that the person uses as a principal dwelling
may claim the homeowner’s credit as a credit against the property taxes imposed on
his or her principal dwelling. The amount of the credit is based on the fair market
value of the person’s principal dwelling, up to a fair market value of $60,000. The
credit is paid from both the general fund, in an amount equal to the amount paid for
the school levy property tax credit, and the lottery fund.

tax income tax créedit AT

~~.Under current law, a person may claim an income tax credit bas

5 \:,

}{/}4{}0“"» X
- ‘

-
on the |
amount Oflgroperty taxes or rent paid on the person’s principal dwelhpg” he amount |

% of the credit is “eq,gal to 12 percent of the first $2,500 of propet;ty’faxes or rent paid

| on the person’s prlﬁmpal dwelling, or, for married persens filing separately 1z
| percent of the first $1, 250of _property taxes or rent. pald on the person’s principal |
| dwelling. Under the bill, with r“égard to rent paid on a person’s principal dwelling, |
| the amount of the credit is equal to lB”“pe;;geﬁt of the first $2,500 of rent paid on the
person’s principal dwelling, or, for married persons filing separately, 16 percent of the
first $1,250 of rent paid on the p@rfson s prmc1pal“”dwelhng

| Related entities -~

“’*w.
e %%

§ For purposes of /calculatmg a taxpayer's state income “tax_or franchise tax

| liability, this bill requires a taxpayer to add the following amounts to%he taxpayer'’s
| | federal taxable income: any amount that the taxpayer deducted or excludfe,d under
|/ the Internal Revenue Code for management and service fees, interest expenses»and
| Ccosts;” intangible expenses and costs, and any other expenses and costs directly or
\ mdlrectly paid, accrued, or incurred to, or in connection directly or indirectly with |
| “one or more direct or indirect transactions with, one or more related entities.

B
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Tfns bill"also atthorizes the Department of Revenue (DOR) to allow the tax
consequences of a transaction, as asserted by a taxpayer, even if DOR 1n1ua11y
disallows the consequences by asserting the sham transaction doctrine or a rélated
| doctrine, if a taxpayer meets certain conditions. The conditions mfﬂude the
taxpayer's ability to demonstrate that the transaction had a valid; good faith
business ‘purpose other than tax avoidance, that the busm,gSs purpose is
commensurate with the transaction’s tax benefit, and that the transaction had
economic substance apart from the taxpayer’s asserted tax b@ﬂeﬁt

Also under ‘the bill, a taxpayer is not required to add to ‘the taxpayer’s federal
taxable income certam expenses or costs as specified jin the bill if a number of

conditions apply. The. conditions include the following?
1. The transaction. to which the expenses and’costs apply did not have as its

s
S
R

principal purpose tax avomlance
2. The related entity ta whom the taxpayer pald the expenses or costs paid,

accrued, or incurred such arnofmts to a perstm who is not a related entity.
3. The related entity was subgect to tax on its net income, and a measure of the

tax included the expenses or costs received from the taxpayer.

Computers

Under current law, computers and cei’tam computer—related equipment are
exempt from the property tax imposed on th@ real and personal property of a
business. Under the bill, no property owner may”"@lalm the property tax exemption
for computers and compater—related equipment unless the property owner is a
business that has less than $5,000,000 in gross recelpty -as determined by DOR, in
i the year that is two years prior to the year in which the preperty owner claims the

exemption.

Luxury boxes
Under the bill, the furnishing of luxury boxes, sky boxes, and club seats at a
sports facﬂlty is subject to a sales tax at the rate of 5 percent of the gross receipts from

RO

oI

%ﬁ_{

f% the furmshmg of such boxes and seats. .
Th1s bill w111 be referred to the J oint Survey Committee on Tax Exemptions for
endix to.this.bill .

For further mformatmn see the state and Iocal fiscal estimate, which will be

—b
printed as an appendix to this bill.
The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
J
1 SECTION 1. 20.566 (2) (am) of the statutes is repealed.

"
SECTION 2. 20.566 (2) (r) of the statutes is amended to read:
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20.566 (2) (r) Lottery-and-gaming Homeowners tax credit administration.
From the lottery fund, the amounts in the schedule for the administration of the
lottery-and-gaming homeowner'’s tax credit.

SECTION 3. 20.835 (3) (b) of the statutes is repealed.

SECTION 4. 20.835 (3) (bm) of the statutes is created to read:

20.835 (3) (bm) Homeowner's tax credit; general fund. A sum sufficient to make
the payments under s. 79.10 (5) and (6m) (c), not to exceed $469,305,000.

SECTION 5. 20.835 (3) (q) of the statutes is amended to read:

20.835 (3) (q) Lettery-andgaming Homeowner's tax credit. From the lottery
fund, a sum sufficient to make the payments under s. 79.10 (5) and (6m) (c)._not
including the amount paid under par. (bm).

SECTION 6. 20.835 (3) (s) of the statutes is amended to read:

20.835 (3) (s) Lottery-and-gaming Homeowner's tax credit; late applications.
From the lottery fund, a sum sufficient to make payments for the lottery-and gaming

homeowner’s tax credit under s. 79.10 (10) (bm) and (bn).

SECTION 7. 41.41 (10) (¢) 1. of the statutes is amended to read:

41.41 (10) (c) 1. Except as provided in par. (d), on or before each January 31,
the department shall pay to the treasurer of each taxation district specified in par.
(b), with respect to all land in the Kickapoo valley reserve and all land acquired by
the board on or before January 1 of the preceding year, an amount determined by
multiplying the estimated value of the land equated to the average level of
assessment in the taxation district by the aggregate gross general property tax rate,
exclusive of the rate that applies under s. 70.58 -and-witheut respect-te-the school-levy
tax-credit-unders—79-10; that would apply to the land in that taxation district for that

year if it were taxable.
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1 SEcTION 8. 70.11 (39) of the statutes is amended to read: 5
2 . 70 11 (39) ComputeRS. If the owner of the property fulﬁ})é/ the requirements

3 under §\70 35 and if the property owner is a business that hgs less than $5.000.000
4 in gross re&@pts, as determined by the department of reyenge, in the year that is 2

~ i

5 years prior t(f“‘ihe year in which the owner clalggs an exemption under this
hY
6 subsection, mamf;ame computers, mmlcomputersﬁf personal computers, networked
7 personal computers, servers terminals, monltfofg, disk drives, electronic peripheral
8 equipment, tape drives, prmters basic opeI;gtmnal programs, systems software, and
9 prewritten software. The exemﬁglon ungﬁr this subsection does not apply to custom
10 software, fax machines, copiers, / (jqulpment with embedded computerized
11 components or telephone systems’ !;ne]udmg equipment that is used to provide
12 telecommunications services, as defmed 1n“as 76.80 (3). For the purposes of s. 79.095,
13 the exemption under this subsectlon does rio% apply to property that is otherwise
14 | exempt under this chapter %"z
15 SECTION 9. 71, 01 ’{Sp) of the statutes is created%{() read:
16 71.01 (5p) “Int;anglble expenses and costs” 1nclude;§§penses losses, and costs
17 for, related to, onsdlrectly or indirectly in connection w1£t1a &he direct or indirect
18 acquisition of, L;S; of, maintenance or management of, ownershlp Qf sale of, exchange
19 of, or any other direct or indirect disposition of intangible property ta the extent that
20 such expefﬂses, losses, and costs are allowed as deductions or cost:t"a% determine
A
21 federaliffyemable income under the Internal Revenue Code. For purpos%é"‘s%of this
22 subsgﬁion, “expenses, losses, and costs” include losses related to or incurred di%ectly
23 or }ffdirectly in connection with factoring transactions and discounting transactlgéa,
24 gyalty, patent, technical, and copyright fees; licensing fees; and other similart%%‘

7

25 / expenses and costs.
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SEcCTION 10. 71.01 (9b) of the statutes is created to read: /

71.01 (9b) “Related entity” means any person related to a taxpayer as prowded

under sectmn 267, 318, or 1563 of the Internal Revenue Code durmg all or a portion

of the taxpayer s taxable year. |
SECTION 11 71.05 (6) (a) 21. of the statutes is created te read
71.05 (6) (a) 21 Any amount deducted or excluded unﬂer the Internal Revenue
Code for management and service fees, interest expenses and costs, intangible

expenses and costs, and any other expenses and costs directly or indirectly paid,

accrued, or incurred to, omn connection chrectly or 1nd1rectly with one or more direct

or indirect transactions w1th one or more related entities.

SECTION 12. 71.07 (9) (b) 5 of the statutes is amended to read:

71.07 (9) (b) 5. For taxable year beglnnlng after December 31, 1999, subject
to the limitations under this subsection a clalmant may claim as a credit against, but

not to exceed the amount of, taxes under s 71 02, 12% 12 percent of the first $2,500

of property taxes or 16 percent of the first $2,5®O of rent constituting property taxes,

or-12% except that a marrled person filing separately may claim12 percent of the first
$1,250 of property taxes or 16 percent of the first $1,25@ of rent constituting property

taxes of-a-married pefsen filing separately.

SECTION 13. 71 22 (3m) of the statutes is created to read

71.22 (3m) Intang1b1e expenses and costs” includes expenses losses and costs
for, related to or directly or indirectly in connection with the dlrect or indirect
acqu131t10n of use of, maintenance or management of, ownership of, sale of exchange
of, or any other direct or indirect disposition of intangible property to the extent that
such expenses losses, and costs are allowed as deductions or costs to deterlmne

federal taxable income under the Internal Revenue Code. For purposes of thls,%
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subsection, “expenses, losses, and costs” include losses related to or incurred dlgéctly

"‘er indirectly in connection with factoring transactions and discounting tral}sactlons

royeglty, patent, technical, and copyright fees; licensing fees; and gﬁﬁer similar

expenses and costs. /

SECTION 14. 71.22 (9b) of the statutes is created to read' /
,/

V4

71.22 (9b) “Related entity” means any person related to a taxpayer as provided

under section 267 318, or 1563 of the Internal Revenue Code during all or a portion

of the taxpayer’s ta,gtable year. y Vs

SECTION 15. 71’.‘2‘(‘5 (2) (a) of the statutes is gé}lumbered 71.26 (2) (a) (intro.) and
/

f

71.26 (2) (a) (intro.) C'orporaaons in genera] The “net income” of a corporation

amended to read:

means the gross income as computed under the Internal Revenue Code as modified

under sub. (3) minus and modlfledia 4 follows:

1. Minus the amount of reeéﬁpture"under s. 71.28 (1di) plus.

/

2. Plus the amount of creﬁlt computed under s. 71.28 (1), (3), (4), and (5) minus;.

3. Minus as prowded under s. 71.28 (3) (c) 7 the amount of the credit under
s. 71.28 (3) that the taxpayer added to income under ‘thIS paragraph at the time that
the taxpayer first clau‘ned the credit plus.

4. Plus the ami)unt of the credit computed under s. 71 28 (1dd), (1de), (1di),
(1dj), (1dL), (ldm) (1ds), (1dx), (3g), (3n), (3t), and (5b) and noe passed through by
a partnershlp, hmlted liability company, or tax—option corporatlorr that has added

that amount to the partnership’s, limited liability company's, o, tax —~option

corporatmns income under s. 71.21 (4) or 71.34 (1) (g) plus.

5./ Plus the amount of losses from the sale or other disposition of assets the K’gain

from;:fi;vhich would be wholly exempt income, as defined in sub. (3) (L), if the assets
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“_ were sold or otherwise disposed of at a gain and minus deductions, as computed

6. _Plus or minus, as appropriate, an amount equal to the dlffereI}ce between
Y

the federal basis and Wisconsin basis of any asset sold, exchangedsabandoned or

\ é

otherwise (hsposed of in a taxable transaction during the taxg;ble year, except as

provided in paf‘ (b) and s. 71.45 (2) and (5).

i

/
SECTION 16. Y{ 26 (2) (a) 6. of the statutes is created to read:

»c

71.26 (2) (@) 6

Plus any amount deducted orfexcluded under the Internal

Revenue Code for manage lent and service fees interest expenses and costs,
s ‘\
intangible expenses and costs and\any other exlaenses and costs directly or indirectly

‘%

paid, accrued, or incurred to, or in connectlon dlrectly or indirectly with one or more

direct or indirect transactions w1th, one or more related entities.

SEcTION 17. 71. 34 (1) (j) of the statutes is created to read:

71.34 (1) (j) An addition shall be made for any amount deducted or excluded

under the Internal Revenue Code for management and service fees, interest

expenses and costs, intangible expenses and costs, ana\aany other expenses and costs

directly or indirectly paié’; accrued, or incurred to, or m connection directly or

indirectly with one or more direct or indirect transactions w1th \one or more related

entities.

SECTION 18./71.42 (1p) of the statutes is created to read: .

71.42 (lp) “Intangible expenses and costs” includes expenses, losses, a\r”rd costs

for, related to or directly or indirectly in connection with the direct or 1nd1régt

acqulsxtzon of, use of, maintenance or management of, ownership of, sale of, exchange

of, or any other direct or indirect disposition of intangible property to the extent that

such/expenses, losses, and costs are allowed as deductions or costs to determine
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1 1\ federal taxable income under the Internal Revenue Code. For purposes of this
2 xn&‘"&eubsection, “expenses, losses, and costs” include losses related to or incurred digéétly
3 o}”‘~igdirectly in connection with factoring transactions hand discounting tr§ﬁ§gctions;
4 roydﬁfx‘ patent, technical, and copyright fees; licensing fees; and&gﬁ%ier similar
5 expense“g“‘and costs. f,f
6 SECTIONK 19. 71.42 (4m) of the statutes is created to re@d i
7 71.42 (4m; Related entity” means any person relategi to a taxpayer as provided
8 under section 267, 318?X or 1563 of the Internal Revenue Code during all or a portion
9 of the taxpayer’s taxablésQ/ear. /
10 SECTION 20. 71.45 (2}(&1) 16. of the statu{es is created to read:
11 71.45 (2) (a) 16. By addmg to federa} taxable income any amount deducted or
12 excluded under the Internal Revenge Code for management and service fees,
13 interest expenses and costs, mtangrble @xpenses and costs, and any other expenses
14 and costs directly or indirectly pa1d accrued aor incurred to, or in connection directly
15 or indirectly with one or rr}e;e direct or 1nd§‘ﬁeet transactions with, one or more
16 related entities. fy{ X&\xx
17 SECTION 21. 71 Y 38 (3m) of the statutes is createdxto read:
18 : 71.738 (3m) ) f ielated entity” means any person x}e,%ated to a taxpayer as

19 provided under séctlon 267, 318, or 1563 of the Internal Reveﬁ‘de Code during all or

20 a portion of the taxpayer’s taxable year.

21 SECTiON 22. 71.80 (23) of the statutes is created to read:

22 71 80 (23) TRANSACTIONS. (a) Subject to par. (b), if the department asserts the
23 sham transaction doctrine, or any other related tax doctrine, to disallow tl}atax
24 ;;cdnsequences, as asserted by the taxpayer, of a transaction, the department mzy

25  allow the tax consequences, as asserted by the taxpayer, of the transaction, if the
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\taxpayer demonstrates by clear and convincing evidence that the transaction had a

*f
i/alid good faith, business purpose other than tax avoidance and pad economic

e
swbstance apart from any tax benefit asserted by the taxpayer. /

(b) For all instances in which the department disallows the tax consequences,
as asserted by the taxpayer, of a transaction, the depar ent may allow the tax
consequeﬁces as asserted by the taxpayer, of the frénsaction, if the taxpayer
demonstrates%y clear and convincing evidence t {t the transaction’s nontaxable
business purpose as asserted by the taxp yer, is commensurate with the
transaction’s tax beﬁeflt as asserted by th(?i’axpayer

(¢) The adJustmeﬁ*tg under ss. 71.05 fé ) (@) 21.,71.26 (2) (@) 6., 71.34 (1) (j), and
71.45 (2) (a) 16. shall not a’pply to an)///)éxpenses or costs if all of the following apply
to the expenses or costs: 2’ f

Y

"% 7
1. The transaction to whichﬁhe expenses or costs are related did not have tax
TN

avoidance as its principal pugﬁi)se. \

2. The related entity/to whom t}?é%taxpayer paid interest expenses or costs,
intangible expenses, or ﬁanagement or ser\si{f fees during the taxable year directly
or indirectly paid, accr‘{;ed, or incurred such amx?}%nts to a person who is not a related
entity. For purpos/e’sf of this subdivision, * 1nterest”%%aeans interest on a debt for which
the taxpayer 1s A:he guarantor, if the interest rate is tﬁg market rate in effect at the

time of the debts origination, but excludes interest tha?\@ paid in connection with

any debt tfﬁat is incurred to acquire the taxpayer’s assets or %\Sck under section 368
AN

‘,
%

of the Internal Revenue Code.

f

3 The related entity was subject to tax on its net income in t}gs state, or any

1nterest income, intangible income, or management or service fees received from the
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1 taxpayer; and the tax rate applied to the interest income mint: gible income, or

2 | E‘management or ser‘ylce fees was not 1e5§ than 3 percenta omﬁg. below the tax rate

3 that would have applfed under s. 71.27. ¥or purpos of this subdlglslon ‘any state,
4 U. S possessmn or foreign country” does ot mclude any state, U. S ggs’sessmn or

X

5 forelgn country under the‘fslaws of whic 'the taxpayer files or could haVe elected to

6 file WIth the related entity, or‘%t related entlty%flles or couldhave elected t?Q file with
7 another ;%tlty, a combin méﬁme tax report or aret}lf/ a consolidated mcoine tax
8 report or rektu\rn or.@ny other report or return }hat i*gdue because of the 1mpo§§im
9 of a tax that i ) f;asured on or by income, 1}? /thz report of\return results in eliminatir%’
10 the tax effects of ?F‘gnsactions directl}égxgii@ndirectly between.either the taxpayer and
11 g&@id entity or Bxétween the related erffit§ and another erffi’fif.
12 SECTION g%: 74.09 (3) (b) 3. of the statutes is amended to read:
13 74.09 (3) (b) 3. The tax levied on the property by the school district where the
14 property is located - for
15 the previous year and the current year, and the percentage change in that net tax
16 between those years.
17 f,f”SECTIOﬁ 43 1T :)2 2 (a) 13..of the statutes is created to read:

18 5 77.5;{?) (a) 13. The furmshmg of luxury boxes sky boxes, ancl club ‘seats at

S

/ 7
19 [ a spg)rts facﬂlty, as’

20 ? if the sale of adm1ssmns to spert,mg events at the facﬂlty is’ subject to the tax i 1mposed

21 under this section. . S
22 SECTION 25. 79.10 (1) (b) of the statutes is repealed.
23 SECTION 26. 79.10 (1) (e) of the statutes is repealed.

24 SECTION 27. 79.10 (Im) (b) of the statutes is amended to read:
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79.10 (1m) (b) Counties and municipalities shall submit to the department of
revenue all data related to the lettery-and-gaming homeowner’s tax credit and
requested by the department of revenue.

SEcTION 28. 79.10 (2) of the statutes is amended to read:

79.10 (2) NOTICE TO MUNICIPALITIES. On or before December 1 of the year
preceding the distribution under sub. (7m) {a}, the department of revenue shall
notify the clerk of each town, village, and city of the estimated fair market value, as
determined under sub. (11), to be used to calculate the lottery-and-gaming
homeowner’s tax credit under sub. (5) and-of the-amount-te-be-distributed to-it under

SECTION 29. 79.10 (4) of the statutes is repealed.

SECTION 30. 79.10 (5) of the statutes is amended to read:

79.10 (5) LorreErRY-AND-GAMING HOMEOWNERS TAX CREDIT. Each municipality
shall receive, from the appropriation appropriations under s. 20.835 (3) (bm) and (q),
an amount determined by multiplying the school tax rate by the estimated fair
market value, not-exceeding-the value as determined under sub. (11), but not to
exceed $60.000, of every principal dwelling that is located in the municipality and
for which a claim for the credit under sub. (9) (bm) is made by the owner of the
principal dwelling.

SecTION 31. 79.10 (6m) (a) of the statutes is amended to read:

79.10 (6m) (a) Except as provided in pars. (b) and (c), if the department of
administration or the department of revenue determines by October 1 of the year of

any distribution under subs—{4)-and sub. (5) that there was an overpayment or
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underpayment made in that year’s distribution by the department of administr%tion
to municipalities, as determined under subs-—{4)-and sub. (5), because of an error by
the department of administration, the department of revenue or any municipality,
the overpayment or underpayment shall be corrected as provided in this paragraph.
Any overpayment shall be corrected by reducing the subsequent year’s distribution,
as determined under subs—{4)-and sub. (5), by an amount equal to the amount of the
overpayment. Any underpayment shall be corrected by increasing the subsequent
year's distribution, as determined under subs—(él)#:mé sub. (5), by an amount equal
to the amount of the underpayment. Corrections shall be made in the distributions
to all municipalities affected by the error. Corrections shall be without interest.

SECTION 32. 79.10 (7m) (a) of the statutes is repealed.

SECTION 33. 79.10 (7m) (b) (title) of the statutes is amended to read:

79.10 (Tm) (b) (title) Lettery-and-gaming Homeowner's tax credit.

SECTION 34. 79.10 (7m) (b) 1. of the statutes is amended to read:

79.10 (7Tm) (b) 1. The amount determined under sub. (5) with respect to claims
filed for which the town, village, or city has furnished notice under sub. (Im) by
March 1 shall be distributed from the apprepriation appropriations under s. 20.835
(3) (bm) and (q) by the department of administration on the 4th Monday in March.

SECTION 35. 79.10 (9) (b) of the statutes is repealed.

SECTION 36. 79.10 (9) (bm) of the statutes is amended to read:

79.10 (9) (bm) Lettery-and-gaming Homeowner's tax credit. Except as provided
in ss. 79.175 and 79.18, a lettery-and-gaming homeowner’s tax credit shall be
allocated to every principal dwelling for which a credit is claimed under sub. (10) in

an amount determined by multiplying the estimated fair market value of the
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principal dwelling, not-exceeding the-value as determined under sub. (11), but not

to exceed $60.000. by the school tax rate.

SecTION 37. 79.10 (9) (c) 1. of the statutes is renumbered 79.10 (9) (c) and
amended to read:

79.10 (9) (¢) The lottery-and-gaming homeowner’s tax credit under par. (bm)
shall reduce the property taxes otherwise payable on property that is eligible for that
credit and if the property owner completes the information required under sub. (10)
(a) or (b).

SEcTION 38. 79.10 (9) (¢) 2. of the statutes is repealed.

SECTION 39. 79.10 (10) (title) of the statutes is amended to read:

79.10 (10) (title) CLAIMING THE LOTTERY-AND-GAMING HOMEOWNER'S TAX CREDIT.

SECTION 40. 79.10 (10) (a) of the statutes is amended to read:

79.10 (10) (a) Beginning with property taxes levied in 1999 2004, the owner of
a principal dwelling may claim the credit under sub. (9) (bm) by applying for the
credit on a form prescribed by the department of revenue. A claimant shall attest
that, as of the certification date, the claimant is an owner of property and that such
property is used by the owner in the manner specified under sub. (1) (dm). The
certification date is January 1 of the year in which the property taxes are levied. The
claimant shall file the application for the lettery-andgaming homeowner'’s tax credit
with the treasurer of the county in which the property is located or, if the property
is located in a city that collects taxes under s. 74.87, with the treasurer of the city in
which the property is located. Subject to review by the department of revenue, a
treasurer who receives a completed application shall direct that the property
described in the application be identified on the next tax roll as property for which

the owner is entitled to receive alettery-and-gaming homeowner's tax credit. A claim
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that is made under this paragraph is valid for as long as the property is eligible for
the credit under sub. (9) (bm).

SECTION 41. 79.10 (10) (bm) 1. of the statutes is amended to read:

79.10 (10) (bm) 1. A person who is eligible for a credit under sub. (9) (bm) but
whose property tax bill does not reflect the credit may claim the credit by applying
to the treasurer of the taxation district in which the property is located for the credit
under par. (a) by January 31 following the issuance of the person’s property tax bill.
The treasurer shall compute the amount of the credit; subtract the amount of the
credit from the person’s property tax bill; notify the person of the reduced amount of
the property taxes due; issue a refund to the person if the person has paid the
property taxes in full; and enter the person’s property on the next tax roll as property
that qualifies for a lettery-and-gaming homeowner’s tax credit. Claims made under
this subdivision are valid for as long as the property is eligible for the credit under
sub. (9) (bm).

SECTION 42. 79.10 (10) (bm) 2. of the statutes is amended to read:

79. 10 (10) (bm) 2. A person who may apply for a credit under subd. 1. but who
does not timely apply for the credit under subd. 1. may apply to the department of
revenue no later than October 1 following the issuance of the person’s property tax
bill. Subject to review by the department, the department shall compute the amount
of the credit; issue a check to the person in the amount of the credit; and notify the
treasurer of the county in which the person’s property is located or the treasurer of
the taxation district in which the person’s property is located, if the taxation district
collects taxes under s. 74.87. The treasurer shall enter the person’s property on the

next tax roll as property that qualifies for a lettery-and-gaming homeowner’s tax



13
14
15
16
17
18
19
20
21
22

24
25

2005 — 2006 Legislature - 16 - LRB-0576/1
JK&MES:wlj:jf

ASSEMBLY BILL 44 SECTION 42
credit. Claims made under this subdivision are valid for as long as the property is
eligible for the credit under sub. (9) (bm).

SECTION 43. 79.10 (11) (title) of the statutes is émended to read:

79.10 (11) (title) LoFFERY-AND-GAMING HOMEOWNER'S TAX CREDIT ESTIMATED FAIR
MARKET VALUE.

SECTION 44. 79.10 (11) (b) of the statutes is amended to read:

79.10 (11) (b) Before October 16, the department of administration shall
determine the total funds available for distribution under the lettery-and-gaming
homeowner'’s tax credit in the following year and shall inform the joint committee on
finance of that total. Total funds available for distribution shall be $469.305,000
from s. 20.835 (3) (bm) plus all moneys projected to be transferred to the lottery fund
under ss. 20.455 (2) (g) and 20.505 (8) (am), (g). and (jm) and all existing and projected
lottery proceeds and interest for the fiscal year of the distribution, less the amount
estimated to be expended under ss. 20.455 (2) (r), 20.566 (2) (r), and 20.835 (2) (g) and
less the required reserve under s. 20.003 (5). The joint committee on finance may
revise the total amount to be distributed if it does so at a meeting that takes place
before November 1. If the joint committee on finance does not schedule a meeting
to take place before November 1, the total determined by the department of
administration shall be the total amount estimated to be distributed under the
lottery-and-gaming homeowner’s tax credit in the following year.

SECTION 45. 79.10 (11) (c) of the statutes is amended to read:

79.10 (11) (c) Before November 1, the department of administration shall
inform the department of revenue of the total amount available for distribution
under the lottery-and-gaming homeowner'’s tax credit in the following year. Before

December 1, the department of revenue shall calculate, to the nearest $100, the
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estimated fair market value necessary to distribute the total amount available for
distribution under the lettery-and-gaming homeowner'’s tax credit in the following
year.

SECTION 46. 79.11 (3) (b) of the statutes is amended to read:

79.11 (3) (b) Notwithstanding ss. 74.11 (2) (b) and 74.12 (2) (b), the lottery-and
gaming homeowner’s tax credit shall be deducted in its entirety from the first
installment. This paragraph does not apply to the payment of taxes in installments
under s. 74.87.

SECTION 47. 79.14 of the statutes is repealed.

SECTION 48. 565.02 (7) of the statutes is amended to read:

565.02 (7) Not later than March 1 of each year, the department shall submit
to the joint committee on finance a report that includes an estimate for that fiscal
year and for the subsequent fiscal year of the gross revenues from the sale of lottery
tickets and lottery shares, the total amount paid as prizes and the prize payout ratio
for each type of lottery game offered, and an evaluation of the effect of prize payout
ratios of lottery games on lottery sales, lottery operating costs and on maximizing the
revenue available for the lettery-and-gaming property homeowner's tax credit. If,
within 14 working days after the date on which the committee receives the report,
the cochairpersons of the committee notify the department that the committee has
scheduled a meeting for the purpose of reviewing the department’s proposed prize
payouts, the department may proceed with its plans for the prize payouts for the
subsequent fiscal year only upon approval of the plans by the committee. If the
cochairpersons of the committee do not notify the department within 14 working
days after the date on which the committee receives the report that the committee

has scheduled a meeting for the purpose of reviewing the department’s proposed
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prize payouts, the department’s plans for the prize payouts for the subsequent fiscal
year are considered approved by the committee.

SECTION 49. Nonstatutory provisions.

(1) HOMEOWNER'S TAX CREDIT. An application for the lottery and gaming credit

under section 79.10 (10)of thes € ,\42/603 stats., shall be considered to be an

application for the homeowner’s tax credit under section 79.10 (10) of the statutes,

as affected by this act, and any valid claim for the lottery and gaming credit under

section 79.10 (10) ©of the statutes, 2003 stats., shall be considered to be a valid claim

for the homeowner’s tax credit under section 79.10 (10) of the statutes, as affected
by this act.

SEcTION 50. Initial applicability.

J v
(1) HOMEOWNER'S TAX CREDIT The treatment of sections 20.566 (2) (am) and (r),

VN N I J ' v J
20.835 (3) (b), (bm), (g), and (s) 41.41 (10) (0 L, 74 09 (3) (b) 3., 79 10 (1) (b)and (e);

J.4 v/ J J v /
(Im) (b), (2), (4), (5), (bm) (a), (Tm) (@ ) and (b) (tltle) and 1 9 (b) (bm), and (c) 1.and

2.‘{ (10) (title)jand (a) :f(bm) IT}and 2{ and (11) (title), (b), and (c), 79.11 (3) (b), 79.14,‘{

J ;
and 565.02 (7) of the statutes first applies to property taxes levied in 2005.

17 /(gﬁ?ﬁ?mms The treatment of section 70.11 (39) of the statutes first- applies-...

/ s
18 (, to the property tax ass;ésmefnts as of January 1, 2005

E

19 (3) ScHooL PROPERTY LNCOME TAX CREDIT. Thé treatnrient of secuon 7 1 O?’ (9) (b)
20 5. of the statutgs flrst apphes to taxable years begmmng onJ anuary 1, 2()”05
21 (4) RELATED ENTITIES. The treatment of sections 7101 (Sp) and (Qb) 71.05 (6

22

23 (Bfn) and 71.80 (23) of the statutes the renumbermg and amendment of se
24 7i 26/ (2) (a), and the creatlon ef section 71.26 (2) (a) 6 of the statutes flrgt apply to
25 |
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(5) U}EURY BO% The trea Ii\t of se(it/mis 7‘7 52 (2) ( 3 of the ggatutes first
; f/ W

p,il s to tran ctions ente d into onL}fe effectwe dat€ of thlS ‘subsection.

3 (END)
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DRAFTER’'S NOTE LRB-05%6/81dn
FROM THE IK:wlj:ch -
LEGISLATIVE REFERENCE BUREAU

i’e\?enue.

L AFa g
/

Representative Black: = ﬁ
i

Please review this draft carefully to ensure that it is consistent with your intent.

Also, please be aware that the homeowner s tax credlt as created in the bill, aid:the
3 ter-prope C-EXeINT ALY -4 e-bill; could be challenged as a

v1olat10n of the umformlty clause of artlcle VIII section 1, of the Wisconsin
Constitution. The uniformity clause requires that the taxation of real property be
uniform.

The Wisconsin Supreme Court has held that reducing the taxes on some property but
not exempting the property is a partial exemption that violates the uniformity clause.
See State ex rel. La Follette v. Torphy; 85 Wis. 2d 94, 105-108 (1978) and Gottlieb v.
Milwaukee, 33 Wis. 2d 408, 427-428 (1859). A court could find that the homeowner’s
tax credit created in the bill creates a partial exemption because it disproportionately
reduces the tax liability of homeowners. In other words, because the credit is based |
on the first $60,000 of property value, a homeowner whose property is valued at i
$60,000, for example, will receive a credit that represents a greater percentage of his }
/

or her total tax liability than a homeowner whose property value exceeds $60,000. See
also, 52 Opinion of the Attorney General 143 (1963) which opines that exempting the
first $3,750 of the assessed value of homesteads creates a partial exemptionww

ith yegards
h .

Although I am not certain how a court would rule on a constitutional challenge to the
bill, should it become law, you should be aware of possible challenges to the bill. Please
contact me if you have any questions.

Joseph T. Kreye
Legislative Attorney
Phone: (608) 266-2263

E-mail: joseph.kreye@legis.state.wi.us



DRAFTER’S NOTE LRB-1985/P1ldn
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LEGISLATIVE REFERENCE BUREAU

February 14, 2005

Representative Black:

Please review this draft carefully to ensure that it is consistent with your intent.

Also, please be aware that the homeowner’s tax credit, as created in the bill, could be
challenged as a violation of the uniformity clause of article VIII, section 1, of the
Wisconsin Constitution. The uniformity clause requires that the taxation of real
property be uniform.

The Wisconsin Supreme Court has held that reducing the taxes on some property but
not exempting the property is a partial exemption that violates the uniformity clause.
See State ex rel. La Follette v. Torphy, 85 Wis. 2d 94, 105-108 (1978) and Gottlieb v.
Milwaukee, 33 Wis. 2d 408, 427-428 (1859). A court could find that the homeowner’s
tax credit created in the bill creates a partial exemption because it disproportionately
reduces the tax liability of homeowners. In other words, because the credit is based
on the first $60,000 of property value, a homeowner whose property is valued at
$60,000, for example, will receive a credit that represents a greater percentage of his
or her total tax liability than a homeowner whose property value exceeds $60,000. See
also, 52 Opinion of the Attorney General 143 (1963) which opines that exempting the
first $3,750 of the assessed value of homesteads creates a partial exemption.

Please also note that, although revenue from the lottery fund is not subject to the
uniformity clause, revenue from the general fund is. Therefore, using general fund
revenue to pay for a portion of a tax credit that is provided only to homeowners may
also violate the uniformity clause.

Although T am not certain how a court would rule on a constitutional challenge to the
bill, should it become law, you should be aware of possible challenges to the bill. Please
contact me if you have any questions.

Joseph T. Kreye

Legislative Attorney

Phone: (608) 266-2263

E-mail: joseph.kreye@legis.state.wi.us



